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COST ACCOUNTING STANDARDS BOARD
Contractors will be able to "adopt practices appropriate to today's economy," according
to a proposed rule of the CASB. The proposed rule would amend 4 CFR 404 and provide
that a contractor's policy for capitalization of tangible assets designate a minimum
acquisition cost criterion which does not exceed $1,000, double the prior criterion
of $500. Comments must be received by 1/31/80. For further information contact
Paul R. McClenon at 202/275-5537.
Cost of money as an element of cost of facilities under construction is the subject of
a proposed rule issued 1/4/80 by the CASB (cf. Fed. Reg., pp. 1038-40). While the
Board provided for the recognition of cost of money in Cost Accounting Standard No.
414, the new proposal extends the concept by recognizing the cost of money as an
element of the acquisition cost to be capitalized. The new rule will establish cri
teria for the measurement and allocation of the cost of money attributable to facil
ities under construction or fabrication as an element of the cost of those assets.
Comments must be submitted by 3/14/80. For further information contact Rein Abel
at 202/275/5514.
COUNCIL ON WAGE AND PRICE STABILITY
Companies which participated in the Administration's first year anti-inflation program,
and which have 10,000 employees or more, have been requested by CWPS to voluntarily
file Form PAY-1 (Actual) by 2/15/80 (cf. 1/3/80 Fed. Reg., p. 966). According to
the Council, the information will be used to determine the effect of the "exclusions"
on total pay rates and allow measurement of the inflationary impact of actual labor
costs. Confidentiality of the information requested is assured according to CWPS
and should be mailed to the Office of Pay Monitoring, Council on Wage and Price Sta
bility, Winder Building, 600 17th St. NW Washington, D.C. 20506. For further infor
mation contact Homer Jack at 202/456-7180 or David Hough at 202/456-7100.
Modification of the low-wage exemption from the Administration's anti-inflation pay
standard has been recommended by the Pay Advisory Committee and accepted by the
CWPS with the issuance of interim final rules* (cf. 12/28/79 Fed. Reg., p. 76748).
Section 705B-8 has been modified to exempt employee units with average straight time
wage rates of $5.35 per hour or less. The Pay Council also recommended retention of
the $4.00 per hour exemption for individual employees but with the employer option
of including or excluding those individuals in making compliance calculations. In
addition, the CWPS has provided appropriate questions and ans
wers. According to the
Council, these interim final rules were effective upon issuance and, in conjunction
with appropriate questions and answers, may be fully relied upon by companies until
final rules are issued. Written comments must be submitted by 1/28/80. For further
information contact Janice Murphey at 202/456-7103, Lucretia Tanner at 202/456-7180,
or Homer Jack at 202/456-7180.
In a related matter, the Department of Labor has estimated that contracts of approx
imately 4 million, of the 9.5 million workers covered by collective bargaining agree
ments, will have their agreements expire during 1980. Included in those groups
whose contracts will be negotiated are 500,000 communications workers, 70,000 aero
space workers, 65,000 oil refinery workers, and 40,000 longshoremen.
FEDERAL DEPOSIT INSURANCE CORPORATION
An amendment to the FDIC's securities disclosure regulations issued under the Securities
and Exchange Act of 1934 was recently proposed by the Corporation (cf. 12/28/79 Fed.
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Reg., pp. 76800-04). The recommendation was issued in order to bring the reg
ulations in line with those of the SBC. The proposal covers, among other things:
recent amendments to Article 9 of the SBC's Regulation S-X, which governs the
form and content of financial statements of bank holding companies and banks;
modification of certain financial statement schedules; falsification of account
ing records; and a restructuring of the accounting and financial statement regula
tions. Comments must be received by 2/26/80. For further information contact
Mulford Smith or David Seermon at 202/389-4651.
GENERAL ACCOUNTING OFFICE
Approximately $250 million in excessive cash advances were disbursed by HEW, accord
ing to a recent audit by the General Accounting Office. The GAO stated that as of
March, 1978, HEW had advanced $38 billion to 14,000 organizations. Of this amount,
$250 million represented cash in excess of immediate spending needs and cost the
taxpayers $8 million a year in added interest charges. HEW, while acknowledging
the problem, stated that progress in reducing the amounts of excess cash was being
made. HEW also disputed the GAO estimate, believing idle balances to total less
than $100 million.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
By 1983 HUD approved mortgagees may be required to centralize their billing system,
according to a recently issued HUD notice. Mortgage banks and other institutions
will have to coordinate the billing of fees and premiums with the new Mortgage
Accounting System. Organizations unable to observe the proposed rule should
send responses by 2/15/80 to James A. Schader, Office of Management, Room 9132,
HUD, 451 7th St. SW, Washington, D.C. 20410.
INTERSTATE COMMERCE COMMISSION
The comment period on a proposed rule to consider the adoption of a cost center
accounting and reporting system for Class I railroads has been extended until
2/29/80 (cf. 1/3/80 Fed. Reg., p. 809). The proposed system would require rail
roads to accumulate certain cost and statistical data at a more detailed level
than the current Uniform System of Accounts prescribes. Cost data would be re
corded by cost centers and aggregated into categories for reporting purposes.
Under the extension, the effective date would be 1/1/81. For further information
contact Bryan Brown, Jr. at 202/275-7448.
OFFICE OF MANAGEMENT AND BUDGET
New audit rules have been issued by the CMB in response to President Carter's re
quest that the federal departments and agencies improve audit coordination
and increase their reliance on audits performed by state or local governments.
In Circular A-102, "Uniform requirements for grants to State and local govern
ments," the OMB initiates two changes: 1) state and local governments will make
"single" audits using a standard audit guide, and 2) CMB will designate a cogni
zant federal audit agency to act as a liaison between federal agencies, auditors
and recipient organizations. In regard to the latter, OMB has identified state
organizations which seem to be the major recipients of federal aid. A list of
these agencies is available through state audit officials. Comments must be
submitted by 1/20/80. For further information contact John Lordan at 202/3953993.
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SECURITIES AND EXCHANGE COMMISSION
There will be a third annual report to the Congress on the "Accounting Profession
and the Commission's Oversight Bole" according to an address by SBC Chairman
Harold Williams, before the AICPA's Seventh National Conference on Current
SBC Developments, 1/3/80, in Washington, D.C. Addressing a ide range of sub
jects, Chairman Williams initially commented on "uncertainties" surrounding the
profession's self-regulatory efforts which include: insufficient membership in
the SBC Practice Section; insufficient numbers of peer reviews and lack of SBC
access to peer review workpapers; and, the untested nature of the disciplinary
measures to ensure compliance with the profession's standards. Turning to the
issue of independence, Williams criticized the profession for not providing more
leadership in the area of requiring audit committees. He also focused on ASR
264, first stating that the SBC did not intend to "deprecate the benefits which
may accrue from certain MAS activities," but emphasized that the Commission's
principal concern was still related to the magnitude of MAS activities and the
potential impact on the quality of audits. Williams indicated that he was "some
what disappointed by the tone and focus of the profession's response to ASR 264."
He went on to state that "the accounting profession should assume the initiative
by focusing their efforts on meaningful action to reduce the underlying reasons
for these (public) concerns." After briefly touching on the area of standard
setting, Chairman Williams concluded his remarks by warning the profession that
the momentum for facing difficult issues must continue into the 1980's.
Reevaluation of the Guides for the Preparation and Filing of Registration Statements
and Reports is being undertaken by the SBC Division of Corporate Finance, as a
result of a decision authorized originally in an SBC open meeting held 12/5/79.
While the present guides are not Commission rules nor do they bear the Commis
sion's official approval, they represent policies and practices followed by the
Division in administering the disclosure requirements of the Securities Act
and the Exchange Act, according to the SBC. The advance notice of proposed rulemaking in this area initially appeared in the Fed. Reg., pp. 72604-6, requesting
comments to be sent to Secretary George A. Fitzsimmons. All comments will be
made available for inspection according to the SEC, but as of 1/4/80, no comments
had been received. For further information contact Bruce Mendelsohn or Catherine
Collins at 202/272-2589.
SMALL BUSINESS ADMINISTRATION
Legislation aimed at reducing legal and regulatory burdens of small businesses
in selling securities has recently been transmitted to Congress by the SBA
and the White House. The proposed "Small Business Issuers Simplification Act
of 1979" will exempt small business from filing registration statements and
other documents with the SBC when offering securities to institutional investors
or individuals investing a minimum of $100,000. While facilitating increased
access to public securities markets, for small business, the proposal poses no
risk to small investors, for whom public disclosure protections of existing law
remain in force. Finally, the anti-fraud guarantees of existing law remain in
effect for all transactions covered in the bill.
TREASURY, DEPARTMENT OF
Clarification of the continuity of business enterprise requirement for corporate
reorganization is the subject of proposed rulemaking by the IRS (cf. 12/28/79
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Fed. Reg., pp. 76813-15). According to the IRS, recent developments involving
the availability of tax-free reorganization treatments for certain mutual
fund transactions require clarification, in general, of the continuity of
business enterprise requirement. Written comments and requests for a public
hearing must be submitted by 2/25/80 to the Commissioner of Internal Revenue,
Washington, D.C. 20224. The IRS proposals are to be effective for transfers
made after 30 days following publication of the final regulations in the form
of a Treasury decision. For additional information contact Richard L. Mull
at 202/566-3458.
In a related matter, the IRS suspended Rev. Ruling 63-29. The rule previously
held that the continuity requirement of Section 1.368-1 (b) was satisfied where
the transferee corporation sold its assets and discontinued its business, then
acquired the assets of another corporation as an exchange for its voting stock,
and used the proceeds from sale of its assets to expand the business of the
acquired corporation.
Tax relief for renters and married couples were the subjects of two tax reform bills
introduced on 12/20/79 by Rep. Joseph Fisher (D-VA). HR 6202 would allow
renters to deduct from gross income, 10 per cent of their rent payments up to
a maximum of $200 for individuals and $300 for married couples. This deduction
would be available even if the taxpayer elects to take the standard deduction.
HR 6203 is a proposal which seeks to mitigate the adverse effect of the "mar
riage penalty tax" by allowing married couples to deduct from gross income 10
per cent of the income of the lesser earning spouse up to a maximum of $1,000.
If enacted, HR 6203 is expected to reduce the federal tax revenue in 1980 by
approximately $5 billion. Both bills are now in the House Ways and Means Com
mittee awaiting further action.
Credit for employment of certain new employees is the subject of proposed rulemaking
by the IRS which seeks to clarify the tax credit available for certain targeted
employees (cf. 12/28/79 Fed. Reg., p. 76817). According to the IRS, changes to
the applicable tax law were made by the Revenue Act of 1978 and proposed regula
tions would assist in compliance. Targeted groups include an individual if he
or she is certified as one of the following: a vocational rehabilitation refer
ral; an economically disadvantaged youth; an economically disadvantaged Vietnamera veteran; an SSI recipient; a general assistance recipient; a youth partici
pating in a cooperative education program; or an economically disadvantaged ex
convict. An individual may be certified as a member of a targeted group by the
state employment security agency; individuals participating in a cooperative
education program must be certified by the school offering that program. The
amendments are intended to affect certain wages paid or incurred after 12/31/78
and before 1/1/80. Comments and requests for a public hearing must be submitted
by 2/24/80.
Discharge of liabilities on the sale or other disposition of property are to be
included in the transferor's computation of gain or loss under new regulations
proposed by the Internal Revenue Service. The proposal clarifies the existing
regulations regarding computations under section 1001 of the Internal Revenue
Code. They provide that upon the sale or the disposition of property, the trans
feror's amount realized for purposes of computing gain or loss includes the amount
of any liability from which the transferor is discharged or treated as discharged
as a result of the sale or other disposition. The amendments are proposed to be
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effective for taxable years beginning after 12/31/53. Comments must be
submitted by 2/25/80. For additional information contact John H. Parcell
at 202/566-3288.
SPECIAL:

A BILL TO IMPROVE "SUBCHAPTER S"

Improvement of a source of investment capital is the goal of S.2168, the "Subchaper S Capital Formation Act of 1979" introduced on 12/21/79 by Sen. Gaylord
Nelson (D-Wis.), Chairman of the Select Committee on Small Business. Noting
that "Subchapter S Corporations" have doubled from 200,000 to 400,000 in the
past ten years, compared to total corporate growth of only 37%, Sen. Nelson
stated that "we can new consider certain improvements which may greatly in
crease its potential for helping to raise capital for new and small firms."
His bill would amend the Internal Revenue Code of 1954 and allow the permis
sible number of shareholders to increase from the present 15 to 100. The
Securities and Exchange Commission has traditionally believed that 35 persons
should be the maximum number of participants in a closely-held, limited offer
ing. Additionally, Nelson's bill would authorize the issuance of additional
classes of stock, beyond the single class new permitted. Both provisions are
generally consistent with earlier recommendations of the AICPA. The bill has
been referred to the Senate Finance Committee with the expectation that it will
become a part of an anticipated major tax cut bill to be sponsored by the
Administration early during the second session of Congress.
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